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FY 2006 SECOND QUARTER
REGIONAL SUMMARY

Sales {0005) Comps Idents

Q206 | oQzas

Naorth Atlantic

Mid-Allaptic

Sonth

Flarida

Northeast

Sonthwest

Northem California

IMidwest

Southem Pacific

Racky Mountain

Pacific Northwesl

Region Tobal

Region Average

II. Pre-tax Ineome before Pre-opening énﬂ EVA

o, Incr. Q2 05 Q2 06

Pre-tax Income (000s)

EVA (UéDs)

02 06

North Aflantic’

Mid-Atlantic

South

Florids

Mortheast’ -

Southwest

[Northermn Califumia

Midwest

Southern Pacific

Rocky Mountein

Preific Norihwesi

|Region Totsl

|Region Average

! Prjor-year G&A and therefore Jre-
and low for the Northesst doe to the

Q2 05 % Inar. Q2068 | 0205 |% Change

tax ‘iuuume and EVA are high for the North Atlantic region
split of the North Atlentic into twa regions starling 1Q06,

5/31752005

C-1

Redacted
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(85

- North Atlantic

Positives in the quarter: Demolition is M.

of the quarter very strong, and it lools ta be a solid store.

FY 2006 SECOND QUARTER BOARD REPORT

A.C. Gallo '
Regional Operating Update S

The North Adlantic region hed o}

| Impacting the region’s results wers

The new stores are pensmally doin

well, _has struggled with

are zencrally where we expected them

to be at this point. d ] are both doing well with sales

‘and profits. 'We can now see an Opportunity for an additional store in the F
at the end

market and are looking at some possthilities,

Challenpes in the guarter; Sales in .

It is 'a combination of
000w tniich more they emn dg

cannibalization by the newer stores, -
each for about Il and now N
1t is definitely high on David®
possible. He is working on A

The facilities strugpled in the
space vacated by the and this affected its bottom line

is now back on track with additional sales to the stores.

quarter, It
ML:ad some

3310006

arter. The | JBicichen tock on some of e

Redacted

PX01004-002]




profit issues ag

and record prices. This will continue into uarter three before Hre
reapened in June, The new dost monay in the quarter bt actually

. finished abave Plan and i moving m the right direction. It made a profitin fiscal
period eight and looks to bs profitable going forward.

Big news in the quarter; Construcgn o I

S DY, ©els that the sales in those storeg are being a ‘
and he is ready to

 Mid-Atlantic ) -
The Mid-Atlantic region had a strong sales
transiated that into 2 [N

but only

- Some operational issues. g

decrease in margin,

The region is worlting to address this issue,
are unfortunately with ng for the rest of the year.

Pogitives in the quarter: ]
ﬁe& are at a leve) now

cut its losses in the quarter to
that the store should be able to-

R WEE VEI'Y stueressfil,
MPSRNNNUOIN i the quarier, This iz a
Bin a great Gommunity and should dp well for us for

many yesrs,

Sr31/2005

C3

Redacted
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Ccq

other side

Chellenges in the quarter: The look & double whammy, Josing a hig
account with (our choice) and their at the same time,

This led to some operational and profitability problems in the quarter, Things have
been adjusted since then, and the 1 1y e N S

The —stura about continnes to affect -
sales there. We are baclk iQ ut our for
now, Ultimately we need toistem BN - |50 opencd
& store that is competing with our j s store and bas taken abgut

N o us. We are in the middle of an —uf the store,
which should heli 18 comiate with thi'i rture and another one due to open on the

1

Looldng forward: This [ we will be finishing the remode] of the [N
store and doing a remode] of the store. The region does not hdive any
additional stare openings this year, ' '

Florida
The Florida region is on a roll and tumed iy anather outstanding querter, Sales
were up =it a strong and the new sales fiom All stores

are comping in the
sales from the closing of a
1o leverage it

Positives in the guarier: The region was e
holes in the boat, as all ' '

contimie to do well,

Challenges in the quarter: Nothing significant,

Looking forward: The is on schedule to open

older part of the store will then be renovated with a schednled complet]

ﬁ The region is getting ready to compete with

concept stores.  The first one is being built inh and is schedule to open
gastors they are planning to remode!

e nd they have not been clear when

witich picked up
Frofits jumped I a5 the region continued

| to have no
tores,

The

Florida has many\—that are starting to bring in a selection of
organic foods. € are watching very carefully what they are doing and are

planning to respond to each ifem. For any item they bring in, we will —

513142006

Redacted
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Su_uth
The South Region ha

refinishing projects in several o

-Positives in the quarier:

The

opencd very
community. Sales opened at i

1 expect [ this summer to be
somewhere between which is considerably above our ]
have increased and have brought vs to a Jevel which

Sales at the_
shonld make them profitable most quarters going forward.

We are crushing ‘We hear that sales at their—stare are down
to around and have been stendily droppin Opening in
Cropped tsirstore: fror A . .

see how this company is vieble going forward, and I expect the fnv
- to take some drastic action soon.

and 50 [ am sure they are questioning management at this point as to their strategy.

Challenges in the uartér: We continue to
Tisis 2 brod o
competitors continually oien in S (end there are plenty of them), the |

‘We have reached the decision to
e The star! will he the
stores in [N Ve are actively looking for relacation of the IR

and & potential location of the |RENREstor:. IR 1 possibly turn into
a WFM if necessary, but long term it is All of the ratail

activity has moved to the other side of and we are fighting to get
people to come over 1o us.

to the WFM

5312006

C-5

Redacted
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we toole in the || cospets win
. ﬂ]B ﬂﬂtl-y Df R Cae e . .

Big news in the guarier is going to apen up
‘region starting in ﬂcpaﬂm four locations picked in of
course sach near one of our stores), and they have announced a site in‘
They say they are ultimately looking to open stores in this region.
also have many that are picking up a

selection of organic foods. We are worldng on & plan 10 compete wilh

g forward is the

looldn
B

‘We will then

mamio market onrselves before [starts with their hig . -
i

Qpenin gn. The neit store the region will be opening is the -
Hstnrc, which is a
B 1 vill open either in’

Northeast Region
The MNorthesst region had an

on an increase in

Cost of goods was

Positives in the @ arter: The region did a very pood iob qui
place once we got word when Within a _

I csiod, we had our strategy in place, implemented did
some big merchandising changes “educﬂteﬂ our Team Memtbers
on and our competitive siratepy, and put together a
The stratepy has mostly been sucosssful. We wonld
any business

have lcept

etting things in

prefer not to lose
but realize that we are poing to lose some. We

with another [JJillcue
to lower retalls. We have not had one customer come in and tell us that they have

found something L ‘We also hed a good article in the
R b:i showed we were than T1's on some items. I feel we have done

was generated by
were in the papers when it

cheaper
a good job blunting all of the initial publicity end exciternent that
the |EEARRERY Other then the first articles that

opened, there hias not been any additional coverage,

573142006

' 1,
in the ™

Redacted
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cost us
g Wehave not been able up to this point to
gl but ere continwing to work on this. Sales

back as mouch as we thought it would QRSN e
I Thc BN :iorc is doing about MR
the IR store wes I ght it

would,

_ more that we thop
We are also behind Plan in the e stoie, s we feel that RN

Looldng forward: The region does not have any additional stare o enings this
year, The next store is scheduled to npan‘ '

1. Repional Stals _ .

A, Pre-tax Income before Pre-opening:

{in 000s) Q108 Q205 ‘ Yo Iner. Q1 08 Q4 05 D305

North Atlentic
Mid-Atantic
South

{Florids
Northesst

Total

B. EVA:

[ 008 0206 | QZ08 | Tner Qlos | 0405 | D3G5

North Aflantic
Mid-Atlantic
South

Floridn
Norihenst

Tola]

3R1/2006

c

Redacted
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C. Percent of Szles Statisties:
Second Quarter FY 2006

Norih Atlantic| Mig-Atlantia | Flogids | South [ Nomhemsi] .

Snles Increase
Comp Increese

Grogs Profit

Saleries and Benefiis
Other Direct Expenses
J&A Expenses
Pre-fax Income before
Pre-ppening Expenses

II. Regional Operating Results

| A. North Ailantic:

(in 0005) Q0% | 0205 | G, T TGI8 [ Q405 | 0355~

Saleg

Pre-iax Income’

Grass Profit %
Sojaries and Benefits
Other Diroct Expenres
G&A Exnenses®

! Excludes pre-opening axne ' ' )

The North Atlantic ragion
Following the

T

North Atlantic region reparied a

T i Results

- along with the addition of JEEEEEEEE
year. Grawth at [

o S/ 12006

Redacted
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.saias contributor company-wide during the second quarter, ra:ﬂdpg.wim
wvere- [

B orcs reporicd & N
AN 10 cs. - In total, the stores

ROREE |ost year, Excluding th
O |25t vear. Includinge the B

and sales at our store were
entered the comp base to

. The_bnst of goods
sold was due mainly to retail prioes last year, This
led to significantly Bl s0°THE Teelon decided to j
some In addition, WEIE
due to westher conditions that

I eanwhils, were a result of a
R New siores accounted fo

was due mainly io the o
along with a e e e

The W citer than expeoted.

During the guarter, sales at il antinued to grov{! a5 we started to
# We expect the facility

Second quarter [
sales driven B

. points as a percentage of
RN 211d =
For stores in the comp bass,

513172006

c9

Redacted
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ar

Y

(a1}

" salaries and benefits

Three stares §
significant i

New store ——

n adiﬁun io these

Store contribution

dlegs volumes Bt

511720086

Redacted
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- B. Mid-Atlantie:

(in DODs) Q206 | Q205 | Incr. QI06 | Q405 | Q3g5 |

Sales

Pre-tmi Income’
Gross Profil b
Salaries and Benefiis
‘|Other Direct Expanses
G&A Bxpenses

! Bxphudes pre-opening expenss

el

comp base teporiing

All stores RN

53 /2006

The Tegion reported al operating income on a -
; : i ﬂtums in the

Cas

Redacted

PX01004-011




)

- Dirart store expenses

Oue. store

npened early in the second quarter on Janna

The 41,500 square foot stors
has averaged an impressive

53122008

PA01004-012




C. Florida:

however, an -

(in GUﬁs)

Q206

{Bnles

Pre-lax Income’

Grozs Profit %
Selaries and Benefils
Other Direnl Expenses
G&A Expenges

! Bxeludes pre-opening expense

Gross - margin
OCCUPANCY Co5H

The Florida region reporied a

Jctore, while oontinued to benefit fo
aleng—’

Thﬁse_were

being sold. Dmrmg the

Q205 | Incr. | Q106 | Q405 | Q305 |

benefited from the closing

Er 5078 expenses CEENN

51172006
13

Redacted
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Rl
¥

Store contribution was [

Mg thf.
M the growth in the ™

regional SN
Tegion.

Florida was

s B All stores
and facilities &

however, we just

—The tar -Et

‘. South:

(i 0005) ~ |7 0206 | 0205 | %o QI06 | 0405 | .0i0a

Sules

Pra-tex Income’

Grogs Profit %
Salaries and Berefits
Other Direct Expenses
Géh HExpenses

! Bxcludes Pre-opening expense

The South region reported an
otal sales. Comp store sple

53112006

Redacted

PX01004-014]




— ———— et . PR

Direct store

Store contribntion was

/3172005

c-15

Redacted
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C-16

I, Northeasi:

072 06

03205

Incr.

Q106

Q405

. {in 000s)

Sales

Pre-tnx Income’

|Grogs Profit %4

Salades and Benefits

Other Direct Expenses

G&A Expenses®

; Excludes pre-opening expanse ' :
Prior year G&A s low due o split of Norih Atlantic region into two regions etarting

The North Atlantic rep

o fort{oe

Q3 03

Qos

53112006

Redacted
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Durmg the quarter the repion
mhe three- stores to

The strategy was rolled out §
—Duungthe .

Dur he oe
e region e
Finally,
impact on .

quarters, we expect the inipact G

Direct store expense:

Store contribution

The Northeast egion wag

Y2006

! nnd hasm Mid- ebmaty, |

c17

Redacted

PX01004-017|



. FY 2006 SECOND QUARTER BOARD REPORT !

 Walter Robb '
- Regional Operating Update o

Summary
Overali the second

majar chain stores
‘entarini new markets tike JlBand aunonncing other maricets to come [

stepping up its natural sclection, and last but wertainly not least,

I o Hing its orpani g e sizos of strain in [ comps
» seafood (a lot of negative media),
dnd specl igher interest rates and gas Pprices) as consumers in general were g

litfle more carefil and also aware of mora choices,

In the second half of the vear. our posl |

Here are some additiopal highlights from the regions.

Southwest

51312006

C-18

Redacted

PX01004-018}




[

opening lass than one mile wa

(3ross margin

_apenihg of an expedmental store S

stare has given us a direst window into
sharing a more detailed analysis of this sifugn

yau at the meseting,

Midwest
What ernc

T SR On 1 recent
evening visit there, I enjoyed watching chstomers respond to the new food serviee
offerings. We shonld see a kick from

19 53112006

Redacted
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—

s

to-come, Theone

stare that is

RER 1 would like to see fe

for EVA improvement. Our new

Northern California
With the significant expepti

b
|

and it is time for

52006

Redacted

PX01004-020)|




Improvement

Ag you kuow,

Southern Pacific
The Southern Pacific rezion has

-the imrcon of
ven s0, there is shll DppurtunitY_

I : The opening of Sopac’s
xII affard the change to take an evolutionary step.

The new store in

5312006

c-11

Redacted
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(grill station),

bakery (doughnuts —yes doughnuts!). Tt is also clear that our brand has broadened
and widened its appeal ' '

I ith exciting new ideas in prodnos
grocery {multi-media demo center), specialty (seated tapas bar), and

lae,

particular, access 1o
tasle here is to keep 2 Qe

Beyond existing operation, the

()
Rocky Mﬁuntaiu '

The story of the Rocky Mountain this vear iz the impact of the

look for

7 As most of the Board knows, Safeway opened its leading edge “Lifestyle” store in
Boulder on 28" and Iris with expanded food service, a bakery, bigger produce, an

5431/2006

c.22

Redacted
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a—y
r 0

o=}

extensive natural grocery set and even a nuf roaster

which nonetheless represent a longer J .corve than we would
like. Our vltimate answer here is our larger format size and more convenient
parking — elways & challenge at the current store. Company wide, I think it is-our
real estate strategy of larger mors powerful stores that will prove to ba our greatest
competitive weapon against this new pgeneration of supermarket Tetailing,

- Safeway, by the way, was named "Reteiler of the Yem™ by Groc dquarters
magaine. Remeor trous (N

I - ciier S

Fortunately,

Will is building a firll team of prodnet unor’diﬁatars incrementally this year, whils
effectvely manage his G&A.

So the balance of the yesr should show _

Pacific Northwest
More of the same p

aneone

Redacted

PX01004-023)]




Gross matgins

L  Regional Stais | _ | ' ,

A. Pre-tax Income bejore Pre-opening Expense:

{in 000s) . , (2 06 Q205 [ % lnon Q106 Q4085 | Q305

. {Southwest .
Nordhern Califomia
MidwesL

Souihern Pacific
Racky Mountain
Prcific Northwest

Total

503172005

C-24

Redacted
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J(in 000s)

B. EVA:

Q2 06

Q305

Inor.

Q106 |

Q405

Q3 05

' Southwest

Maorthen California

Midwest

1Sauthern Pacific

Rocky Mountain

‘|Pacific Northwest

Tolz)

C. Percent of Saler Statistics:
Second Quarter FY 2006

SW

Norcal

Midwest

Pac NW

Snles Increase

Comip Inorense

(Gross Profil

Salaries and Benefits

Qther Direct Expenses

G&A Expenses

Pre-tax Income befire

Pre-onening Exprnses

. Regiuna! DgamﬁngResﬁlts

A. Sounthwest:

Sopac | Rocky Mitn

(in 000s)

Q206

Q205

Incr. 7

Q1.-06

o445

Q305

Sales

Pre-lex Income’

Gross Profit %

ISnlaries and Benefits

Other Direct Expenses

GdA Expenses

! Hxcludes pre-opening expense

The Southwest region reported

53472006

Redacted
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. Direct store

Store contribution was

avgpas

/3142006

C-26

Redacted
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..
1]

The Southwest region was

~T§géragiun has no new store openings planned for the remainder of fiscal yenr
2006. -

B. Northern Cnliforniﬁ:

{in QUDS) Q206 | Q205 | Incr. Q1 06 Q405 | Qi0s

'|8ales

Pre-tax Income’

Gross Profit %
Salaries and Benefits
Other Diract Expenscs
Gé:A Bapenses

! Fxcludes pre-opening expense

The Northern California region generated

- Gross margin

ca1 5312006

Redacted
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Store contiibution T

Al stores in the region

C. Midwest:

Iner.

Q106

~Q405

0505

fin 0005} ][ Q206 Qi

Snles

Pre-tax Income’

Gross Profit %
Balories snd Benefits
Qther Direct Expenses

1G&A Expenses

The Midwest re

! Excludes pre-opening expense ‘

o7

5/31/2006

Redacted
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Cc-29

Store conhkibubon

One store

Direct store expenses [G_G_—_—S—

53142006

Redacted
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D. Southern Pacific:

fin 0008) 02 06 0205 [ Jner Q106 [ 0405 | 0305

‘|Bples

|Pre<tox Income’

Gross Profit %
Salaries nud Benefits
Other Direst Expenses
|Gé&A Expenges

! Exeludes pre-opening expense

The Southern Pacific reg

ion reported

5/31/2006

Redacted
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ey
1

*Gross margin

Direct store expenses

No dditional store openings are planned for fiscal 2006.

a1 53172006

Redacted
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-,

E. Rocly Mountsin:

© [in00Ds) - Q2068 | Q205 | Inar Q1 08

Sales

Pre-inx Income’
|Gross Profit %
Salaries and Bopefits
Dther Direct Expenses
G&A Expenses

! Excludes nre-opening expense

0405 | 0305

by

Gross margin GG

Direct store expenses

33142006

3z

Redacted '
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T. Pacific Northwest:

No additianal -store nianiuis are ilam]ad for fiscal 2006 [JENEG_N

J(n 0005)

Q206

Q205

0106

Q4 05

03 05

18ales

Pre-tny Income’

Gross Profit%

|Snalaries and Benefits

10ther Direct Expenses

G&A Expenses

! Excludes pre-opening expense’

The Pacific Northwest re

ion reported

H31/2006

Redacted
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Direct store expenses

Store contnbution was

5/31/2006

C-34

Redacted
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(o N ELIY N A

.5l hi=

OPERATING STARS
Tep Five Stores in Each Catagory
Second Quarter FY 2006

Average Weelly Safes [#):

WFM Average

Comp Sales Growth:

3, R N ey

WM Average

EVA ()

WFM Average

EVA Improvement ()

tnawp -

WFM Average

NOPAT ROIC:

15 RN TN

WFM Averuge

SA006

£4a5

Redacted
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a1

. e

Q4 FY poos
Prafit/Loss

Q4 FY 2005
Profit/loss

Q1 FY 2006
Prall/Lozs

Q2 FY 2006
Profit/loss

Statns

Earls il

[

Redacted
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Redacted
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Qtra

Qw2

atrd

South
Flarida

Soulhwest
Rocky Mountaln
Narthern Gal
Paclfic NW
North Atlantis
Noriheast
Midwest
Sputhern Paciflc
wild-Allantic

Cc0
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